Die Dokumente auf EconStor dürfen zu eigenen wissenschaftlichen Zwecken und zum Privatgebrauch gespeichert und kopiert werden.
This study takes a look at how this analysis and research function has been developing over the years at the National Bank of Belgium. Throughout the study, the emphasis will be on the major policy debates and the specific lines of macroeconomic and monetary thinking at the National Bank of Belgium. The focus is very much on the role of its Research Department in policy-making and its interaction with the academic community.
The second section of this study looks back at the establishment and early decades of the National Bank of Belgium, which was founded in 1850 as both an issuing and discount bank. The monetary expertise then lay in the Board of Directors. It was only at the beginning of the twentieth century that a nucleus of an Economic Service started to emerge at the Bank.
In the third section, we analyse the interwar period. The monetary chaos after the First World War The fourth section discusses the postwar period, extending to the end of the 20th century. The early postwar period saw the establishment of a fully-fledged Research Department at the NBB. In its early decades, it played an important role, not only in monetary and credit policy, but also in setting up business surveys and preparing the ground for major reforms of the financial system. The world-wide economic crisis of the 1970s hit the Belgian economy heavily. During the ensuing decades, the exchange rate of the Belgian franc became a major issue of economic policy debate.
With the advent of EMU and the introduction of the euro, the National Bank of Belgium entered a new era. This will be the topic of the fifth section. We will discuss how this has affected economic analysis and research at the National Bank of Belgium.
In the conclusions, we will present an overview of the Bank's research function. The overall assessment will focus in particular on the Economic Service's influence on economic and monetary policy-making in Belgium and its reputation in the academic world.
THE ORIGINS OF THE ECONOMIC SERVICE
In Belgium, as in other countries, financial crises highlighted that the stability of the monetary system was a matter of public interest. The banking crises of 1838 and 1848 gave Walthère Frère-Orban, the then Minister of Finance, the impetus to draw up a plan to establish an issuing and discount bank (Buyst, Maes et al., 2005) . The law founding the National Bank was signed on 5 May 1850. It gave the National Bank three important missions, typical for an issuing and discount institute: the issue of banknotes, the organisation of short-term commercial credit, in particular the rediscounting of commercial paper, and the function of State cashier.
The National Bank took off quickly. Its activities are brought to the fore in its balance sheet. Two main items dominated the assets side, namely precious metals and discount credit. The liabilities side is dominated by banknotes in circulation. Originally, banknotes represented claims on metal standard money and were intended mainly to facilitate large-value payments. At the end of the 19th century, banknotes became more widely established as payment instruments. The large-scale replacement of coins by notes also led to a growing concentration of the country's stock of precious metal at the National Bank. Thus, the National Bank played an ever-growing role in settling the balance of payments, and became the custodian of the country's international payment instruments. As noted by A.-E. Janssen, this contributed to the growing importance of the "monetary" function of the National Bank, as compared to its "credit" function of providing discount credit (A.-E. Janssen, Comment par une lente évolution la fonction monétaire de l'Institut d'émission est devenu dominante, AEJA).
In the early decades, the National Bank's monetary expertise lay almost exclusively with the Board of Directors, with eminent specialists like François Depouhon, Jonathan-Raphaël Bischoffsheim and Eudore Pirmez. The National Bank also gradually built up a statistical capacity. This was, at least initially, very much focused on its own activities and boosted by the Bank's obligation to publish an Annual Report.
The origins of the Economic Service at the National Bank of Belgium can be traced back to the establishment of the library in the beginning of the 20th century (Maes and Buyst, 2005a (Kauch, 1950, p. 255 ).
THE FORMAL ESTABLISHMENT AND FIRST DECADES OF THE ECONOMIC SERVICE
The First World War marked a break in the economic and social order. The war was also a catastrophe for the Belgian economy. Manufacturing activity came to an almost complete standstill.
Meanwhile, the heavy war levies had been largely financed by money creation. The increase in the money supply received a new and even bigger impetus when the German authorities started paying in marks for their purchases in Belgium at a compulsory, overvalued, exchange rate. As a consequence of the war, the money supply rose by a factor of six, which created severe inflationary pressures (Buyst and Maes, 2007) . Janssen's plan contained three key elements: stabilising the Belgian currency at a rate of 100 francs to the pound sterling, issuing a long-term foreign loan of 150 million dollars and raising tax to cover the budget deficit. However, the consolidation of the floating debt would only be tackled after the stabilisation of the franc. It would prove to be a major weakness of the plan.
As the government failed to obtain a loan on the international financial markets, the stabilisation 
THE SECOND HALF OF THE 20TH CENTURY
In Belgium, the neo-classical tradition in economics remained strong, in the early postwar period as well (Maes and Buyst, 2005b) . Postwar economic policy in Belgium was also very closely in line with the classical orthodoxy. At the heart of policy-making was the so-called "Gutt operation" of Report remarked that an excessive increase in public spending inhibited economic growth and fuelled inflation, "which in turn inevitably leads to a crisis, ultimately also threatening employment".
Unemployment will, in turn, lead to higher public spending and lower tax revenues, "thus creating a vicious circle which is bound to spiral out of control".
Chart 4.3 -Budget balance in Belgium, 1970-1999 (percentage of GDP)
Source: National Accounts Institute.
However, the Van Houtte Report had little impact. In the 1970s, the political agenda in Belgium was dominated by the problems concerning the various Regions and Communities, which meant that the policy-makers were paying little attention to the economic challenges of the moment. Political instability also prevented an effective economic policy. Furthermore, interest rates were rising, placing further strain on public finances. In 1981, a disastrous year for the Belgian economy, the public deficit totalled more than 15% of GDP.
In the second half of the 1970s, Belgium's competitive position became a crucial concern for policy- In 1979, the Belgian economy was hit by the second oil shock. In a speech prepared by the
Research Department, Governor de Strycker remarked: "In accordance with the recommendations of the international institutions, we must not repeat the error committed in 1974-1975, which consisted in transferring from households to businesses, and also to the State, the inevitable impoverishment that results from higher prices of imported energy. Such an approach is bound to mean further excessive increases in the level of prices and costs, lower investment and yet more unemployment" (de Strycker, 1980). It was wishful thinking.
At the end of the 1970s, the balance of payments current account went deep into the red. The deficit grew from 1% of GDP in 1978 to 4% in 1980. Key factors here were, of course, the second oil shock and the increase in energy prices, but other elements also played a role.
In an all-important study entitled "The Belgian economy's loss of vitality in the past decade", the NBB analysed the deterioration in the balance of payments on current account. This study, which ran to 272 pages, was published between September 1980 and July 1981 in four issues of the Bank's Bulletin. The Bank argued that Belgian industry had to contend with two major handicaps.
The first concerned the structure of exports. Belgium was too highly specialised in "regressive"
products, that is, products for which world demand was growing only slowly. Over the next few days, the foreign exchange markets were extremely turbulent and the National Bank was forced to provide strong support for the franc. The NBB prepared an economic adjustment plan, engineered by Roland Beauvois, the Director of the Research Department.
Crucial measures were a 5% cut in all incomes, and a suspension of the index-linking until 31
December 1981. clearly designed as a one-off operation. It was accompanied by a series of measures to prevent inflation from getting out of hand (Verplaetse, 2000) .
With the devaluation, the government triggered a psychological shock which enabled it to introduce tough measures, particularly the suspension of index-linking. The NBB had always regarded the indexation mechanism as a reason to advocate a hard currency policy. One might therefore argue that the devaluation was "the measure accompanying the accompanying measures".
In the second half of the 1980s, European monetary union was back on the agenda (PadoaSchioppa, 1994). This was clearly linked to the success of the Internal Market programme and stable exchange rates in the European Monetary System.
In the periodic exchange rate realignments in the EMS in the mid-1980s, the Belgian franc generally took a middle-of-the-road position, in between the stronger and the weaker currencies.
Thanks to the better performance of the Belgian economy, especially as far as the balance of payments was concerned, a more ambitious exchange rate policy could gradually be pursued. So, the Belgian franc began to lose less and less ground against the German mark. In June 1990, it was officially anchored to the mark. 
ECONOMIC ANALYSIS AND RESEARCH IN THE NEW WORLD OF THE EUROSYSTEM
On 1 The primary objective of the Eurosystem is to maintain price stability in the euro area. Decisions on the common monetary policy are centralised and most of them are taken by the Governing Council of the European Central Bank. The National Bank of Belgium's Governor attends the meetings in a personal capacity. In performing those duties, the Governor is strictly independent. Yet it can be said that Belgium actually has more influence over monetary policy now than before the introduction of the euro, when the Belgian franc was pegged to the German mark and Belgium had no say in the interest rate decisions made by the Bundesbank. National autonomy has thus been exchanged for a share in the supranational decision-making power. This is a practical illustration of how European integration can actually have the effect of restoring the power of decision, certainly for a small country like Belgium.
EMU naturally implies that some exchange rates no longer exist, like the rate of the Belgian franc against the German mark or the Italian lira, for instance. In the past, the volatility of these exchange rates was most harmful to the Belgian economy and the functioning of the European Single Market. (Dyson, 2009, pp. 18-19) . This went together with a growing tendency for economics professors to become central bankers. The National Bank's publications policy was also revamped. Also on the occasion of its 150th
anniversary, the Bank decided to target a wider audience with its economic publications and started publishing "Working Papers". Since then, the publications of the National Bank, both in the form of articles in its Economic Review and in its Working Papers, have expanded significantly. Contrary to other central banks, like the ECB, which cover a very wide-ranging research agenda, the NBB is following a "niche" strategy, both from a geographical and thematic point of view. In geographical terms, the NBB's focus is largely on strengthening contacts with the Belgian academic world. In terms of research themes, there is a focus on analysis of microeconomic databases concerning pricing, wage-setting and international trade, business cycle analysis and dynamic stochastic general equilibrium (DSGE) models. How can the performance of the NBB's Research Department be further assessed? As a central bank research department, it basically inhabits two worlds: the policy-making and academic ones.
CONCLUSION
So, it is necessary to trace both its influence on policy-making and its reputation in the academic world. The interwar period was difficult because both the political and economic order had been shaken in their very foundations. However, with sharp economic analyses, the National Bank's Economic
Service quickly acquired a strong reputation. Moreover, the Bank's Bulletin established itself as an authoritative economic review.
The influence of the Economic Service on economic policy-making in the interwar period is much more difficult to assess and varies significantly from one period to another. It played a major role in In terms of research strategy, the NBB and its Research Department developed a niche strategy, to affirm their presence both in the Eurosystem and in the academic world. There is a strong focus on analyses of microeconomic databases concerning pricing, wage-setting and international trade, business cycle analysis and dynamic stochastic general equilibrium models.
As regards economic policy-making, the NBB's Research Department basically has a twofold objective. On the one hand, it contributes to the single monetary policy, for instance in the briefings which it prepares for the Governor. On the other hand, it has to follow attentively the "policy mix", to 
